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SENEGAL KEY ECONOMIC INDICATORS 


All values in millions of U.S. dollars 
and represent period averages unless 
otherwise indicated. 

1976 


Exchange rate: US $1.00 = CFA 238.9 240.0 230.0 
or Estimates 


1976 977. i _ 1978 

INCOME, PRODUCTION 
GDP at Current Prices 1,684 1,806 x 1,545 
GDP at 1976 Prices 1,681 1,613 ; 1,468 
GDP Per Capita, Current Prices 331 346 ; 288 
GDP Per Capita, 1976 Prices 331 309 6% 274 
Gross Investment (inc. inventories) 259 297 3 N/A 
Indices: 

Industrial Production 100 104. 92. 

Minimum Industrial Wage (100=$.32/hr.) 148 148 148 

Minimum Agricultural Wage (100=$.28/hr) 148 148 
Population (000) 5,085 5,220 


MONEY AND PRICES 
Domestic Money Supply 397 453 
Domestic Credit 573 558 
Consumer Price Index (1974=100) 
African 3507 148. 
European 128.9 139. 
Central Bank Discount Rate 2.9 35 


BALANCE OF PAYMENTS AND TRADE 

Foreign Exchange Reserves 295 
External Public Debt 349. 
Annual Debt Service 39. DD's 
Balance of Trade 160. - 178. 
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Exports FOB 502. 530. 
U.S. Share Doe 9. 
Imports CIF 663. 709. 
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Major U.S. Exports (1977): BIN 880 - Aircraft and Parts 
(through May only) BIN 190 - Canned Food, Cigarettes 
BIN 840 - Airplane Engines 
BIN 100 Cereals 
BIN 170 Raw Sugar 


Footnotes: 1) Figure for 12/31/77 
2) Based on half year figures 





Part A - Current Economic Situation 


Summary. The full effects of the disastrous drought of 1977 hit 
home in 1978. After a poor peanut harvest, the worst since 1947, 
farm income dropped considerably as did export receipts from sales 
of peanut oil and peanut cake, normally the chief export earners. 
Gross Domestic Product fell nearly 20 percent, the balance of pay- 
ments deficit reached a record level, and a tenuous public finance 
situation forced the ‘government to design a three-year austerity 
program to eliminate large budget deficits. Industrial production 
was off in almost every sector as domestic demand plummeted. Dona- 
tions of basic food grains by the international community were dis- 
tributed in hardest-hit rural areas and suffering and starvation 
were thus avoided. Urban unemployment continued at a high rate. 
One of the few bright spots in the economy was the consumer price 
index, which increased only slightly in 1978. 


The outlook for 1979 is for an improved economic performance due to 
adequate summer rains and a normal 1978-79 harvest. Millet produc- 
tion was at record levels (millet is the staple of the rural Senegalese 
diet) and foodgrain imports will be down from 1978, although rice 

and wheat will be imported as is customary. Unseasonal rains in 
January 1979 caused some damage to the peanut crop, much of which 

had not yet been stored. Although peanut production was above normal, 
over one million tons, these late rains destroyed a small percent- 

age of the crop outright and raised acidity and aflatoxin levels, 
perhaps accounting for losses of 10 percent of the total crop. Phos- 
phate production continued at normal levels and export prices 
increased over 10 percent in the past year. The balance of payments 
picture should improve, although another sizable deficit cannot be 
avoided. On the positive side, the National Grain Board (ONCAD) has 
already purchased some 70,000 tons of millet from farmers, by far 

the largest foodgrain purchase ever, injecting some $15 million into 
the rural economy; and as these purchases continue, along with peanut 


purchases, domestic demand should revive. Gross Domestic Product is expected 
to rebound, probably by over 10 percent in 1979. 


Agriculture continues to be the key sector of the Senegalese economy, 
employing some 70 percent of the nation's work force and accounting 
for over one-fourth of GDP. In addition, groundnut products are 
Senegal's largest export earner. Proclaimed by President Senghor 


"the priority of priorities," agriculture and livestock projects are 


slated to receive $250 million in investment under the 1977-81 develop- 
ment plan. Primary goals are to diversify production to reduce 
dependency on groundnuts, develop irrigation systems to stabilize 
production, and eventually to attain self-sufficiency in foodgrains. 





The Senegalese economy has often been subject to wide fluctuations 
in performance from year to year due to vacillating world commodity 
prices and the vagaries of climatic factors and their resulting 
effects on agricultural production. For example, the drought of 
1972-73 brought a 20 percent decline in real GDP, which was com- 
pletely offset the next year due to an improved harvest as well as 
higher prices for groundnut products. 1977 was another bad year 
for Senegalese agriculture, again due to infrequent and insufficient 
rains. As a result, receipts from sales of groundnut products in 
1978 fell to about 40 percent of their level of the previous year. 
There was also a large deficit in staple foodgrains in 1978, which 
was covered in part by donations by the international community. 


Preliminary statistics indicate that the 1978-79 harvest is above 
average in the wake of a good rainy season. Increased support 
prices and favorable climatic conditions produced a record millet 
crop, which should lessen dependence in 1979 on foodgrain imports. 
The peanut crop is slightly better than average and export earnings 
from peanut products should return to normal. Production of cotton, 


which is starting to become an important export crop, was strong in 
1978. 


Livestock - This sector contributed about eight percent of GDP in 
1978 and is a high priority of the current plan, with about $70 mil- 
lion budgeted for expenditure. The total herd is over six million 
animals--mostly cattle, sheep, anc goats. Drought-related losses 

in 1978 were about 68,000 head, but the outlook for the current year 
is good. 


The fishing sector holds great potential and is earmarked for 

$112 million in investment during the current plan. Total produc- 
tion in both 1976 and 1977 was about 350,000 tons. About 70 per- 
cent of the catch is brought in by artisanal fishermen using motor- 
ized canoes. The industrial fishing sector, composed of about 70 
modern boats, has had a disappointing record over the past few years. 
Maintenance of the fleet has been a particular problem. The recent 
acquisition of new boats from various sources, including the United 
States, should result in increased production. 


Senegal has negotiated with several industrialized countries bi- 
lateral fishing agreements which generally provide for local process- 
ing of a portion of the catch. (Dakar's three tuna canneries 
operated at record levels in 1978.) Senegal is currently beginning 
preliminary discussions toward forming an agreement on fishing with 
the European Economic Community. Sensitive to foreign poaching in 
recent years, Senegal is currently building up its patrol capabilities. 





Industry and Mining - This sector generally accounts for about 20 
percent of GDP. In 1978, the index of industrial production fell 
11.8 percent due primarily to the reduced output of the peanut 
processing facilities, the largest single industry. Peanut 
processing operations were off 58 percent from the previous year 
due to the meager harvest of 1977-78. The general recession and 
low level of domestic demand are reflected throughout the indus- 
trial production figures for 1978: for example, sugar output was 
down 8.1 percent, petroleum products -7.5 percent, beer and soft 
drinks -5.3 percent, fertilizer and pesticides -40.3 percent, and 
textiles -12.1 percent. Senegal's two truck assembly plants were 
forced to shut down for most of 1978 due to sluggish demand. 


Senegal's two phosphate mines turned in a solid performance and 
continued to enjoy substantial profits. Production of calcium 
phosphate was about 1.5 million tons in 1978 and export prices 
increased to $41 per ton, although the decline in the dollar's 
value offset much of the increase. The outlook for 1979 is for 
production and prices to continue at current levels. 


A number of new industrial projects are planned, including a tex- 
tile mill at Kaolack, a marine repair facility, and a cement plant. 
Currently the government is encouraging export-oriented industry 
through tax incentives, and a special pitch toward developing 
small industry, particularly in agribusiness, was made at the 
recent Dakar International Trade Fair. 


Tourism -— This continued to be one of the bright spots of the 
economy. Although final 1978 figures are not in, it is estimated 
that the number of tourists was at a record level. Hotels in 

Dakar were fully booked through the winter, and events such as 

the Islamic Foreign Ministers Conference and the Dakar International 
Trade Fair spurred occupancy rates. Several thousand American 
tourists visited Senegal on low-priced package tours. Another 
major hotel is planned for Dakar and a 2500-bed resort complex 

60 miles south of Dakar should get underway shortly, with infra- 
structure funded by the World Bank. 


Para-Public Sector - The Senegalese Government is a shareholder in 
over 140 companies. This represented an initial investment of 
nearly $100 million concentrated in banking, industry, tourism, 
utilities and agriculture. Annual government contributions to 
mixed companies in forms of loans and subsidies have run about 

$50 million in recent years. The government has undertaken a 
program, with World Bank assistance, to streamline the para-public 
system, which has proved to be a serious drain on government 
resources. One encouraging step in this direction was taken in 
1978 with a decision by the cabinet to suspend government partici- 
pation in newly created enterprises. Over the past year, one of 
the largest state enterprises underwent an extensive audit by an 
American accounting firm, and plans call for the entire sector to 
adopt modern management techniques. 





Finance - Senegal's public finances were severely strained in 1978 
as the economic recession brought lower than anticipated receipts. 
In addition, unexpected expenses occurred related to Senegal's 
peacekeeping operations in Lebanon and Zaire,and toward autumn 

cash flow difficulties developed. In an extraordinary session of 
the National Assembly called in August to deal with the economic 
crisis, an austerity program was adopted. To generate revenue 
several new taxes were levied, the most important of which was a 

25 percent tax on gasoline, estimated to raise $12 million annually. 
Government spending was also trimmed. The debt service ratio, which 
for years had been under 10 percent, jumped above 17 percent in 
July, and, concerned over this development, the government announced 
its intention to cut back on the level of foreign borrowing. 


The balance of payments picture for 1978 was equally bleak, with 

the largest deficit in history registered. The trade account 
(merchandise and services) alone was $325 million in deficit and 

the balance of payments to be financed nearly $95 million. Relief 
has been provided by an IMF loan of 21 million SDR and a loan of 
about $24 million under the STABEX provisions of the Lome Convention. 
The outlook for 1979 is for the deficit to shrink considerably as 
exports of peanut products return to normal. 


Part B — Implications for the United States 


Cooperation and Assistance - National investment and borrowing are 
guided by a four-year plan which is prepared with considerable care 
and accurately reflects government development priorities. The 
Fifth Development Plan, for the years 1977-81, calls for $1.75 bil- 
lion in investment, although the government has now lowered its 
sights after its recent economic difficulties. Sixty-three percent 
of the financing is projected to come from external sources. IBRD 
and the African Development Bank have active programs in Senegal 
and, on a bilateral basis, France, Germany, Canada, Saudi Arabia, 
and the United States are the principal donors. U.S. aid to Senegal 
is projected at $9 million for 1979. The largest project is a 
regional development scheme in the Lower Casamance region of 
southern Senegal. Other projects include range management and live- 
stock development, low-cost rural health delivery systems, develop- 
ment of renewable energy resources, and cereals production and 
storage. There are also multi-donor projects to develop Senegal's 
three major river valleys. These projects, which are currently in 
formative stages, represent opportunities for American firms in 
contracts for consulting services or supply arrangements. 


Trade - The United States is the second largest supplier to Senegal 
after France, although its market share has averaged about 7 
percent over the past several years. The imposition of tariffs on 
Common Market goods for the first time in 1977 halved the tariff 





differential between EEC andU.S. goods. American consumer goods 

are thus more price competitive with European imports, but strong 
promotional efforts are needed to break traditional buying patterns. 
Some non-tariff barriers remain; the most onerous of which is a 
requirement for import licenses for all non-EEC goods. 


The Embassy has identified the following product categories as 
having the greatest incremental sales potential: building and 
construction equipment, energy systems (including generating equip- 
ment), communications equipment, and fisheries supplies. 


Investment - Senegal actively seeks foreign investment in tune with 
local priorities. An attractive investment code offers tax and other 
concessions for foreign investors, and the legislation is supported 
by Senegal's record of equitable treatment of investors since 
independence in 1960. Special incentives in the form of tax holidays 
are available to encourage firms in export-oriented industry and, in 
a move to encourage decentralization, for enterprises locating out- 
side the Dakar region, A revision of the investment code in 1978 
extended these incentives to include small enterprises. In addition, 
Senegal has established an industrial free zone designed to attract 
foreign investment in export industries. American investment in 
Senegal is approximately $24 million. U.S. fixed-asset investment 

is largely limited to petroleum marketing and phosphate mining, 
although a number of banking and other firms have representational 
offices in Dakar or have interests in European banks which are 
shareholders in Senegalese institutions. Senegal has maintained a 
stable political environment since gaining its independence in 1960, 
and it is government policy to promote the development of a full- 
fledged multi-party political system. 


Subsidiaries and Affiliates of U.S. Firms in Senegal 


Afram Films, Inc. Louis Berger International, Inc. 

Arthur Andersen, Inc. Material Systems Corp. 

American Life Insurance Co. Mobil Oil Corp. 

Bank of America Morgan Guaranty Trust Company of 

Bankers Trust Co. New York 

Burroughs Corp. National Cash Register 

Citibank New Hampshire Insurance Co. 

Colgate Palmolive Co. Pan American World Airways, Inc. 

EXXON Corp. Piper Aircraft Corp. 

Fidelity International Bank Seagram Overseas Sales Co. 

Honeywell, Inc. Singer Co., Inc. 

IBM Corp. Star Kist Foods, Inc. 

International Minerals and Telecommunications Industries, Inc. 
Chemical Corp. Texaco, Inc. 


Sources: Indicateurs Economiques, BCEAO, 1978; Situation Economique du 
Senegal, 1978; V© Plan Quadriennal, 1977-1981; IMF International Financial 


Statistics; Senegal Ministry of Finance, Economic Forecasting Division 
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